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Mortgage rescue is help that the Government is offering if:

e Yyou are struggling to keep up with your mortgage payments;
e Yyou have had all the help your lender is offering; and

2
e Yyou are worried about having your home repossessed.

The law says that local authorities have to help certain groups of people who have their home
repossessed, and need help so that they do not become homeless.

Using mortgage rescue, local authorities can help you before you have your home repossessed 0

S0 you can stay in your home rather than being rehoused.

Your local authority will consider applications for the Mortgage Rescue Scheme. Th cid
you are eligible for the scheme and whether your case is a priority for the scheme. T
to assess not only your case but other possible cases for mortgage rescue in your locayea.

If you joined this scheme, a housing association would:

@ provide you with an interest-only loan to pay off some of your mortgage and reduce your
monthly payments; or

@ pay off your mortgage and buy your home so that you can stay there as a tenant.

This le flet e) iains:

» '.na’ mortgage rescue is;
® ....at help you could get; and
% what mortgage rescue will mean for you and your family.

This leaflet can only give you general information on the scheme. You will have questions about
what it will mean for you, such as how much you will be paying each month. This all depends
on your individual circumstances.

You will need to be in regular contact with your local authority housing officer, your lender,

and your money adviser. The more information you can give them, the better they can help

you and the more accurate they can be when they explain what the scheme means for you.

You will need to be involved in helping to deal with your financial situation using mortgage rescue.

You will also be offered free independent financial advice so that you fully understand what
is involved before you sign any contract.



Who s
mortgage rescue for?

Mortgage rescue is aimed at vulnerable homeowners who are at risk of having their home
repossessed. You must have already tried all other options available to you to keep your home.

You may be eligible for mortgage rescue if you are struggling

to pay your mortgage and:

@ you, or someone you live with, has dependent children (someone who is 15 or younger
or a person aged 16 to 18 who is a full-time student) who live with you;

® you are, or someone you live with is, pregnant; or

@ you are, or someone you live with is elderly, ill or disabled.

You must also:
® not own any other properties;
® have a yearly household income under £60,000; and

® Dbe at risk of having your home repossessed (your mortgage lender is trying to get possession
of your property through the courts)

Your local authority will need to do a detailed assessment to decide whether or not you
are eligible. They will need to be sure that you:

@ own and live in the property, and that you want to stay there; and

is suitable for them to buy, as they cannot buy a home which is in very bad
ong®ion; and

@ the value of your home is not more than the limit for your area, as they cannot buy very
expensive homes. Your local authority can tell you what your local limit is.

Even if you are eligible for mortgage rescue, your local authority does not have to offer you mortgage
rescue. They may think it is not suitable or that there is a better option for your family.

Mortgage rescue is a serious step. So you need to fully understand all the consequences of
accepting or refusing mortgage rescue. Your money adviser and housing officer will be able
to explain exactly what it will mean for you.

After your local authority has referred you to a housing association for mortgage rescue, it can take
between four to six months or more to complete the process. This is similar to the time it might take
to sell your home, because you will be going through a similar process that involves having your
home valued and negotiating with your lender and housing association. It is very important that you
keep up with your mortgage repayments during this time. If you cannot make the full payment, talk to
your lender about what you can afford. If you need help with negotiating this, ask your money adviser.




There are two options available using mortgage rescue — Equity loan (previously known as
‘Shared equity’) and ‘Government mortgage to rent’. Your local authority will decide which
one is most suitable for you. Each option is aimed at people in different circumstances.

To understand how mortgage rescue works, you need to understand the idea of ‘equity’. Equity
is the difference between how much your property is worth and the amount you owe on your
mortgage. For example, if your home is worth £100,000 and your mortgage is £75,000, the
equity in your home is £25,000. How much equity you have in your home will affect which
type of mortgage rescue you are eligible for.

You might be worried about being in ‘negative equity.” This is when the value of your mortgage and
any other charges secured on the property is greater than the value of your home. You can still
apply for mortgage rescue as long as your mortgage and debts secured against your home are not

more than 120% of the value of your house. For example, if your house is worth £100,000, your

mortgage and the loans you have secured against it must not be more than £120,000.

When you apply for mortgage rescue, your local authority will give you an estimate

much equity you have in your home — or whether you are in negative equity. Later on?
association will formally value your home, which will confirm both the value of your ho nd
the amount of equity you own.



The hou ‘ng association will arrange for your home to be valued. Depending on the result of your
valuatior - ¥ how much debt you have, they will make you an offer.

You are not able to apply for mortgage rescue unless you have You do 1t hav ; (0 accept this offer. You will have eight days to think about it. You will be offered free

looked into all other options first. .1der .ndenc inancial advice before you sign anything. You do not have to follow this advice, but it will
v yor make an informed decision.

You must already have spoken to your lender and your money adviser. You can also talk to them

during the application process if you have any questions or worries.

Your money adviser will support you to put together a financial statement. This will help the
local authority understand your circumstances and decide which scheme best suits your needs.

Your local authority will now assess in detail whether you are eligible for mortgage rescue, and
say which option — Equity loan or Government mortgage to rent — is most appropriate for yo

If they decide you are eligible, they will pass your details to your local housing assoCHe
This is only the first part of the process and doesn’t mean you will definitely get mortdo

You must speak to your money adviser and your local authority if your circumstances ch
while your application is being considered.
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Mortgage rescue
Cquity loan

The Equity loan option (previously known as ‘Shared equity’)
IS where a housing association lends you an interest-only
loan which is secured on your home. You will use the loan
to pay off part of your mortgage or pay off any other loans
that may be secured on your home. If you get an Equity loan
you will be able to afford your monthly housing costs.

The loan can be between 25% and 75% of your mortga. e,
depending on how much help you need to reduce your
monthly housing costs.

%ible for an Equity loan you must have no more than 40% equity in your home. That
e mortgage you have left to pay and the loans secured against your home, must not
e more than 60% of the value of your home.

Example

James bought his house five years ago for £100,000. Today, he owes £60,000 on his mortgage,
S0 his mortgage is 60% of the value of his home. James has 40% equity and qualifies for an
Equity loan.

Ideally you should have at least 25% equity in your home. Your application may still be
considered if you have less than 25% equity, depending on your circumstances and how
much your monthly outgoings and debts are. An independent money adviser will be able
to tell you how an Equity loan can help to reduce your monthly housing costs




The Equity loan option is most suitable for vulnerable families
who are in serious financial difficulty, but who will be able
to keep up with lower mortgage payments over the long term.

How does 1t work!

First, ith the help of an independent money adviser you need to decide
how " .u " you need to reduce your monthly housing costs by.
Tr=hay a2 sociation will then work out the size of the Equity loan you need to help you reduce your

nor’.ly -osts. The loan will be used to reduce your mortgage or to pay off any other loans that may be
. <urer on your home.

The Equity loan will then become the second loan you need to pay each month, in addition to whatever
remains on your mortgage.

Your monthly housing costs will be simplified into the following two payments:
@ your mortgage payments (which, if this was your only mortgage, will be reduced); and
@ an interest-only payment to the housing association for the Equity loan.

In total your monthly housing costs will be reduced.

The interest rate for an Equity loan is fixed at 1.75%. Every year the interest rate will be reviewed
in line with inflation, which means it could change. But it will not be lower than 1.75%.
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Example

James has now decided to get an Equity loan to reduce his monthly mortgage payments. He owes
£60,000 on his mortgage and his repayments are currently £360 a month.

The housing association lend him an Equity loan of £15,000 which he uses to pay off part
of his mortgage. He now owes £45,000 on his mortgage, and his repayments have been
reduced to £220 a month. He pays £26 a month to cover the cost of the loan. He is now
paying £246 a month in total, £114 less than before.

You must remember that the final amount you will have to pay back to the housing
association is linked to the value of your home. The monthly Equity loan payments yoi.
make are interest-only payments, which means they do not reduce the total ¢ .. ~'int of
Equity loan you owe.

When you take out the Equity loan you are not charged any other fees up front. Howeve: vou will
have to pay an equity contribution of 3% of the value of the loan (worked out when the oun
is taken out) which will be added to the final amount of your loan when you pay it off.

Exam

use is worth £100,000. He needs an equity loan of £30,000. His equity contribution
be #000. When he comes to sell in two years, the value of his house has not changed.
He been making interest payments on the equity loan, but has not yet paid off any of the
alance. That means after he has sold the house, he needs to repay the housing association
30,900: the original amount he borrowed, plus his equity contribution.

Leo’s home is worth £125,000 and his mortgage is £75,000. He borrows an equity loan of
£25,000. This is 20% of the value of his home. His equity contribution will be 3% of this £25,000
which is £750. His total Equity loan percentage is 20.6%. In five years time, he decides to sell.

His home has gone up in value to £150,000. He has been making interest payments on the equity
loan, but has not yet paid off any of the balance. After selling the house, he needs to repay 20.6%
of the new value of his home - which is £30,900.




You can take out an Equity loan for up to 25 years but this will
depend on your circumstances and will usually be linked to how

much mortgage you owe. .

You may want to repay the loan sooner, for example if your finances improve. You can pay off the loan
in lump sums but you cannot repay less than 10% of the value of your home as a lump sum.

You could pay off the loan by: ‘
@ saving up until you have enough to make a lump sum payment; 0
@ remortgaging to borrow a larger amount from your lender if your home increases in value

(which means you would have more equity); or

@ selling your home, if this would raise enough money to pay off your mortgage and
The amount you pay will depend on the value of your home when you sell it.

When you get to the end of the loan term, you will need to repay the total amount of the loan.
This means you may need to sell your home at that time or remortgage against the value of your
home to pay the Equity loan off.

=

Examf, °

‘au’ .nr' Lauren had a mortgage of £75,000. Their home was worth £100,000. They took
can " Juity loan of £25,000, reducing their mortgage to £50,000. They inherit £12,500,

S0 pay off some of their equity loan. As well as reducing the amount you owe, this will

1lso reduce the interest payment due each month.

You are still the homeowner and so you are responsible for maintaining the home and carrying
out any repairs.

The Equity loan option is a serious step. To decide if the loan is suitable for you,

the housing association will offer you a free appointment with an independent financial
adviser. They can go through the loan with you in detail and help you decide if it is the
best thing for you.




Mortgage rescue

Government
Mortgage 1o rent

Under the Government mortgage to rent option, a housing

association buys your home. You would no longer own it,
but you would stay there as a tenant.

It means that you do not have to sell your home and re’.*

another property — you can rent the home you already h e .n.

mortgage to rent is suitable if you do not think that
n keep up with a mortgage any more.

F ample, it could be suitable if you:

have been unemployed for a long time and do not think you can find work which will help
you keep up with paying a mortgage;

@ do not have much equity in your home, because you have only owned it for a short time; or

@ have a lot of other debt secured against your home, for example, secured loans which you
have taken out.



A surveyor representing the housing association will value your
home and use this to work out the rent you will need to pay.
You may also be able to claim housing benefit to help you

pay your rent.

Your rent will be less than the market rate — the rent on similar properties in your area.
The rent you are asked to pay will depend on where you live in the country.

You will then be a tenant on a fixed contract for at least a year. If you keep up with your rent
and other conditions of your tenancy it could last much longer.

You will then sell your home to the housing association. You will need a solicitor (wh
housing association will pay for).

When the housing association buys your home, you must use the money to pay off your
If you have any money left, you should use it to repay other debts. A money adviser will b& able
to help you work out your priorities.

It coulu ake br Lween four to six months or longer to sell your home to the housing association.
U 1 St wunnue to make regular payments to your lender during that time.

. 'tm~, have heard of private companies who offer to buy your house more quickly. These schemes
are commonly known as sale-and-rent-back schemes or simply rent-back or sell-to-let. You should
nly consider sale-and-rent-back schemes as a last resort, and you should make sure you have
looked at other options first. You should be aware of the risks involved in some of these schemes.
For example, they:

@ may only offer you a contract for a few months;

@ may pay a lot less than your home is worth; or

@ may charge you a very high rent.

If you need to consider these types of schemes, always make sure the company you use

is regulated by the Financial Services Authority before you enter into any agreement.
A regulated company must meet certain standards.

The Government scheme offers you more guarantees and a low rent. After the sale is complete,
you will pay rent to the housing association rather than a mortgage to your lender. You must pay
this on time and keep to the conditions of your agreement, or you could be evicted.

Your housing association is now responsible for maintaining your home and carrying out any repairs.
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Do | have
to pay for It/

You do not have to pay anything upfront, but you will be paying rent each month.

When the housing association buys your home, they will offer you 90% of the value of your home
and keep 10% of the value to cover their costs.

This will mean 90% of the value of your home will pay off your mortgage and other debts. In effect,
you are making a 10% ‘equity contribution’.You will need to speak to with your money adviser
to see how this will affect you.

If you are in negative equity, and are unable to make this contribution, you may still be able
to participate. Your lender may agree to make the contribution for you. They may either write
off your debt to them, or they may give you a loan and ask you to pay it off.

Example

Polly’s home is worth £120,000. She owes £105,000 on her mortgage and she pays £ * -2 a month
in mortgage repayments. After taking away Polly’s equity contribution, the housing assoc tion pays

her £108,000 for her home. This leaves her with £3,000 to pay off her other debts. After selling
her home, her rent is £480, which is £162 a month less than she was paying before.

egal right to buy your home back. You may be able to buy your home
griure, but it is likely that you would have to pay the market price at the time.
omsing association will be able to give you advice on how this could work.

You can get more information on what the Mortgage Rescue Scheme means for you

nd your family from your local authority housing department. You can also get free advice
about the scheme from your local citizens advice bureau or other advice agencies such
as National Debtline (on 0808 808 4000), the Consumer Credit Counselling Service (on
0800 138 1111) or Shelter (on 0808 800 4444).
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